Introduction
The importance of credit for stimulating agricultural production, particularly at the small scale level with enormous unrealized production potential, cannot be over-emphasized. The need to give farmers access to credit, especially on short-and medium-term basis, led to the establishment of-the Nigerian Agricultural and Cooperative Bank (NACB) Limited in 1976. The NACB alone was unable to cope with the credit demands of the country's agriculture. The Federal Government of Nigeria, therefore, instituted the Agricultural Credit Guarantee Scheme in 1978, in order to encourage the commercial banks operating in the country to offer credit to farmers. Under the scheme, the government, through the Central Bank, guarantees 75 per cent of all loans made by the commercial banks to agriculture. The sum of one hundred million naira (N100,000,000) was deposited with the Central Bank for this purpose. Despite this guarantee, the commercial banks have not succeeded in simplifying the amount of paper work and red-tape that prospective borrowers have to go through to secure loans. The result is that hardly any small-scale farmer is benefiting from the scheme and loans have gone principally for agricultural marketing and smallscale processing.
The NACB is not equipped to service loans directly to the millions of small-scale farmers who account for over 95 per cent of the agricultural production in the country (Oyaide, 1979) . Loans to this category of farmers are, therefore, disbursed through the on-lending scheme of various state ministries of agriculture. Less than 20 per cent of the total loans disbursed by the NACB during the Fourth National Development Plan period has gone to the on-lending scheme for small-scale farmers, while over 80 per cent of the loans have gone to the corporate, large-scale agricultural enterprises and producers with adequate collaterals.
The on-lending programme through which state lending agencies of various states in the federation could pass large volumes of credit from NACB and state governments to farmers is not well-developed. Credit recovery is, in many cases, quite poor due to low productivity of the farmers and due to the attitude of the . 21, No. 3, July-September 1996 37 The Community Banking Scheme was started in Nigeria with the hope that much of the existing credit-related problems would be solved. This study evaluates the agricultural credit management system of the Community Banking Scheme with the focus on the financial position and the loan repayment problems of the farmers.
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Nigerian farmers to loans from public sources . It is in line with the above mentioned problems that the Federal Government of Nigeria decided to establish the Community Banking Scheme.
The fundamental concept of a community bank is of a self-sustaining financial institution, owned and managed by a community or group of communities, for the purpose of providing credit, deposit, banking, and other financial services to its members, largely on the basis of their self-recognition and creditworthiness. This is in contradiction to the near-total reliance by the orthodox banks on viable and negotiable collaterals as the basis for giving credit. The main objectives of the Community Banking System are to enhance rapid development of productive activities in both rural and urban areas, and hence the improvement of economic status of small producers in the informal sectors of the national economy, and the promotion of the emergence of an effective and integrated financial system that responds to the needs of the whole economy, especially at the grassroots community levels. Trade associations such as social clubs, age grades, farmers' groups, and so on canjointly own community banks. Indigenes and individuals within the community can also own community banks.
Practical, experience has shown that a government agency is not suitable as an on-lending agency because of excessive bureaucracy and red-tapism that dominate the procedure for obtaining loan. In the light of these problems, this study attempts to evaluate the agricultural credit management system of the Community Banking Scheme with emphasis on the management of assets and liabilities of the farmer-respondents and their loan repayment potential. The financial position and performance of the farmers are evaluated and the possible factors affecting loan repayment performance identified and analysed.
Methodology Study Area
The study was conducted in Oyi Local Government Area of Anambra State in Nigeria. The choice of the area was mainly based on its dominance in rice production, thereby making the relevant variables (farmercharacteristics/farm assets and liabilities) similar.
Sampling and Data Collection
One hundred and twenty small-scale rice farmerborrowers, defined as farmers cultivating a maximum of 5 hectares (<_5 ha) of land (Upton, 1979) , from three community banks in the area, comprising 40 farmers each from Omor, Ifite-Ogwari, and Omasi communities, were randomly sampled. The sampling design was purposive and random sampling was done without replacement. Two sets of pre-tested structured questionnaire items were used for data collection on socioeconomic characteristics of the farmers and on the operations of the bank officials. The questionnaires for the farmers were administered by the bank officials with whom the farmers were already familiar thus enhancing the reliability of data. In addition, the bank officials helped the farmers in the preparation of their financial statements which were pre-requisites to loan disbursement. Data for analysing financial ratios were collected from the financial statements of the farmers most of which were kept at the administrative sections of the banks. Data collection lasted for a period of three months and the cost was minimal because of the cooperative attitude of the farmers and the bank officials.
Method of Analysis
Descriptive statistics, ratio and discriminant analytical tools were employed for analysing the data.
Results and Discussions

Descriptive Statistics
An appreciation of the socio-economic characteristics of the small-scale rice farmer-borrowers in the banks' areas of operation is essential for the evaluation of profitability of credit-use by the farmers and the problems of the banking system. Loan Size, Farm Size, and Farm Gross Income: During the period under study, a farmer, on an average, obtained loans worth ML2,668.59. The farmers indicated the need to increase loanable funds given to them by the banks. The banks give short-term loans to annual crop (rice) farmers because of the greater possibility of repayment within one-year period.
Of the 120 selected farmers in the farm size ranging from 1 hectare to 4 hectares, only 4 per cent had 1 hectare farms; 7 per cent had two hectares, while 46 per cent and 43 per cent had 3 hectares and 4 hectares, respectively. An analysis of the farmers' gross income distribution revealed that the average farmer had an income of about N 42,836.23. It was difficult to estimate farm net income because most of the inputs are variable (which is a major characteristic feature of small farm holdings), and so, in this context, gross income is almost the same as net income.
Age, Household Size, and Farming System: The study of age distribution of farmers derived its importance from the fact that rice production in the area is strenuous and is best carried out by able-bodied and energetic 38 Vikalpa individuals. From Table 1 , it is observed that about 3 per cent of the farmers are less than 30 years while none of them is more than 60 years old. It is obvious from the table that there are more of younger people in the enterprise. An interesting observation from the data is that the bulk of the farmers are within the 30-50 years age bracket suggesting the fact that rice production is strenuous requiring young and energetic individuals. Further, this group must have already established stable socioeconomic base for the enterprise. The zero percentage of farmers above the age of 60 years was explained as the result of the practice of farmers retiring about that age and thereafter depending on their grown up children for maintenance. There is an average of about 15 dependents per farmer. This is an important observation, considering the fact that rice production in the study area is mainly labour-intensive and the labour comes mainly from the farmers' households.
Farming system in the area is mono-cultural. The farmers produce mainly rice because the farming environment is most suitable for its production. They do not engage much in non-farm enterprises, which are dominated by non-indigenes (strangers) in the area. Level of Formal Education of Farmers: The analysis of the level of formal education of farmers in the study area is of prime importance because it partly determines their ability to effectively manage the loans granted to them and to increase production. The results are presented in Table 2 . While about 36 per cent of the farmers completed their primary education, only 16 per cent completed secondary education.
Also related to the level of formal education of the farmers is their level of adoption of innovations. The specific recommended innovations to the farmers include improved seeds, fertilizer application, use of pesticides, appropriate planting distance, minimum tillage, and irrigation practice. The analysis revealed that while about 78 per cent of the farmers are low adopters, the remaining 22 per cent are high adopters. Farmers' Credit Needs : The interviewed farmers gave several needs for borrowing, the specific ones including an increase in the area under cultivation and purchase of planting materials, fertilizers and other agrochemicals. Table 3 shows that a major need for borrowing was to increase the area under cultivation. Furthermore, all the farmers indicated that the size of loan given to them by the banks was not sufficient for meeting their needs. This again points to the need for increase in the size of loanable funds to farmers. Note : The total is more than 120 because some farmers had more than one need for borrowing.
Source: Field Survey Data, 1994.
Loan Default Measurement: For the efficient working of credit system, it is important that default in repayment should be as low as possible because viability of the lending agencies is highly dependent on the amount of loans recovered. Table 4 presents results of loan def aualt measure for the selected farmers. . 21, No. 3, July-September 1996 * 22 Naira (N22) = 1 US Dollar ($1).
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From the table, it can be seen that 60 per cent of the farmers are loan defaulters.
Farmers' Evaluation of Interest Rates: All the farmers indicated that the interest rate charged was too high. They preferred a rate of not more than 2 per cent instead of the present rate of 20 per cent.
Farmers' Evaluation of the Lending Exercise : All the farmers agreed that the lending process was timeconsuming and cumbersome. They received their loans during planting season. Prompt release of funds was considered vital for efficient use of loans.
Forms of Loan Disbursement to Farmers: While about 92 per cent of the farmers preferred their loans in cash, only 8 per cent of them preferred theirs in both cash and kind. All the loans were made in cash.
Ratio Analysis
The absolute accounting figures reported in the financial 'statements of farmers do not provide a meaningful understanding of the performance or financial position of their farms. A ratio helps the analyst to make qualitative judgement about the farm's financial position and performance (Pandey, 1981) .
The following financial ratios were measured from the accounting data contained in the farmers' financial statements: current ratio, quick ratio, debt-equity ratio, interest coverage ratio, inventory turnover ratio, debtors turnover ratio, average collection period ratio, total assets turnover ratio, gross profit margin ratio and operating ratio.
The results of the ratio analysis are presented in Table 5 . Current/quick ratios measure the firm's ability to meet its current obligations; debt/equity ratio measures the proportions of debt and equity in financing the firm's assets; interest coverage ratio measures the firm's debtservicing capacity; inventory turnover ratio measures the efficiency of the firm's inventory (stock) management; debtor's turnover/average collection period ratios measure the quality or liquidity of debtors; total assets turnover ratio measures the firm's ability of generating
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Vikalpa sales from all the financial resources committed to the firm; gross profit margin ratio measures the efficiency with which management produces each unit of product; and operating ratio measures changes in net profit margin ratio (Pandey, 1981) . We can, thus, infer that the financial position and performance of the farmers are sound (Table 5) .
Discriminant Analysis
The management of the Community Banking System shows clear preference for customers with proven ability to repay previous loans. Even where new applicants were to be considered for loans in any year, choice was made from the long list of customers whose approved applications had been pending before the Board. This bias, therefore, restricts potential beneficiaries to old customers whose repayment records are readily available for consideration.
Under the present constraint of financial inadequacy to maintain existing level of credit activities, the current loan restrictions may be justifiable. However, when the banks' finances improve and credit expansion becomes necessary, the new applicants will necessarily be given equal consideration as old customers. It is, therefore, desirable to develop a discriminant function capable of identifying non-creditworthy farmer-borrowers with high degree of accuracy. This is the main objective of the study. Two years of the farmers' records were used to develop the function.
Discriminant Function Model in Agricultural Credit Management
The discriminant function model tries to classify farmers into two or more mutually exclusive and exhaustive categories. The model is expressed explicitly as: The set of socio-economic characteristics involved in the study are income in naira (X a ), farm size in hectares (X 2 ), size of loan in naira (X 3 ), age of farmers in years (X 4 ), level of formal education of farmers in years (X s ), household size in number of dependents (X 6 ), adoption of innovations in indices (X 7 ), and credit needs in indices (X g ). Level of adoption of innovations was measured by scoring the six different recommended farm practices according to the number adopted by each farmer, while credit needs were measured by scoring the three needs for borrowing according to the number of needs by each farmer. Grouping of the farmers into two categories was based on loan repayment rate (Y values). Those whose loan repayment rates are equal to 100 per cent (Y = 100%) were assigned to Group 1 (creditworthy) while those below 100 per cent (Y < 100%) were assigned to Group II (non-creditworthy) farmers. On this basis, 48 farmers were found to be creditworthy while the remaining 72 were found to be non-creditworthy. The cut-off point for the purpose of classification was taken as the mid-point of total discriminant score for each of the groups because discriminant function analysis itself assumes equal cost of misclassification (Green and Tull, 1975; Bauer and Jordan, 1971; Peters and Summers, 1968) . The estimated function for the farmers using the stepwise discriminant analytical procedure is stated in Table 6 . The estimated centroid for creditworthy farmers was found to be 2.63742 while that of non-creditworthy. farmers was found to be -0.38118. This means that the higher the composite score of any farmer, the higher the 41 Variables coefficient probability that the farmer will be classified as being creditworthy and vice-versa.
Relative contribution of variables to the total discriminant score was estimated and expressed in percentage form. The result is presented in Table 7 .
It will be noted from Table 7 that all the variables in the function made some contribution to the farmers' creditworthiness. Income, farm size, age of farmers, and level of formal education of farmers made positive contributions while household size made negative contribution. The positive signs obtained for income, farm size, age of farmers, and level of formal education of farmers suggest that a farmer's chance of belonging to the group of creditworthy farmers improves as his income, farm size, age, and level of formal education increase, while the negative sign obtained for household size suggests that a farmer's chance of belonging to the group of non-creditworthy farmers increases as his household size increases. Income alone accounts for about 97 per cent of the total contribution to the total discriminant score.
The group means and differences in mean between the creditworthy and non-creditworthy farmers are set out in Table 8 . It shows that creditworthy farmers have relatively positive attitude towards credit than noncreditworthy farmers. Source: Calculations from Field Survey Data, 1994. *22 Naira (W22) = 1 US Dollar ($1). The causes reported by the farmers included bad weather, pests and diseases, low prices of rice product, especially during harvest period, and high cost of farm inputs, especially the imported inputs (Table 12 ). Based on total responses, the most common causes of poor loan repayment are poor marketing arrangement, diversion of fund, and high cost of farm inputs.
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Interpretation of these causes must be tempered with caution owing to the subjective nature of the respondents.
Conclusions and Implications for Policy
The major conclusions which were derived from this study are as follows: * The farmers show positive attitude towards rice production as can be observed from the results of ratio analysis. * Creditworthiness is directly related to income, farm size, age of farmers, and level of formal edu cation of farmers. * Creditworthiness is inversely related to household size. * Highly significant discriminator of creditworthi ness is income.
Considering the immense benefits that can be derived from a well managed Community Banking System, major policy recommendations are to strongly consider such farmer-characteristics as income, farm size, age of farmers, level of formal education of farmers, and household size in determining creditworthy farmers, and the composite discriminant scores of the farmers compared with the standard discriminant index of 1.12812. The management of the banks should consider these policy recommendations critically and possibly restructure the contents of the loan application forms issued to the farmers by emphasizing more on these farmer-characteristics to improve the overall performance of the banks.
In order to enhance an effective loan recovery, the banks should apply local sanction against defaulting farmers. They can do this by making use of the community leaders who are influential people within their communities, and can influence changes by exercizing their socio-cultural powers -defined as the capacity of the leaders to direct, guide, influence or control the actions of their subjects ) -on the loan defaulters.
High interest rates charged to the farmers can be justified because of the high risks involved in farming. Higher interest rates should be charged both to promote more appropriate factor proportions and to permit the banks to add to their lending capacity over time, provided that the farmers have access to technical assistance and to markets. To this end, subject matter specialists in rice production and management should be employed by the banks to supervise credit administration and use.
The success of the banks depends to a large extent on the staff. If they are well remunerated, they will give out their best. It is, therefore, suggested that the bank officials should be given adequate encouragement and incentives on the job. Upton, M (1979 
